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Accumulation of federal regulations over the past 30 years is :

. : o Quick Take
estimated to cost the United States economy trillions of dollars
annually,! diverting resources from the financial industry and Most financial regulators “do not use data

open data and regulatory technology (RegTech) solutions to
harmonize onerous requirements and reduce compliance costs.

BACKGROUND

from regulated entities,” and rely on antiquated,
paper-based documentation and inconsistent
reporting.

Federal regulations have accumulated over many decades, cOngress should establish uniform data standards

leading to “duplicative, obsolete, conflicting, and even

contradictory rules.” Less than one percent of federal rules
receive a regulatory cost-benefit analysis,** which serve as “the
primary analytical tool to inform specific regulatory decisions.

for regulatory reporting and ensure the information

is accessible online.
"5

In 2014, the former Director of Regulatory Policy at the American Action Forum stated, “The most
significant regulatory burdens do not arise merely because of a single rule. Rather, businesses and

individuals must confront the cumulative
effects of a variety of regulations issued by
different agencies across separate
administrations.”®

The 2008 recession demonstrated that
fragmentation across the U.S. financial
regulatory apparatus threatens the growth,
stability, and oversight of the economy.’
Consequently, the Government
Accountability Office (GAO) has issued
systemic modernization recommendations
on its annual High-Risk List report every
year since 2009.% Currently, the financial
services industry consists of “more than
13,000 banks and credit unions, payment
companies, insurance companies, wealth
and asset managers and financial market
utilities that process transactions, payments
and move money across domestic and
international markets.” As Figure 1'°
shows, U.S. financial institutions must
comply with multiple overlapping federal
and state regulators.!!:12

REGULATORS

Figure 1: U.S. Financial Regulatory Structure, 2016
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Modernizing the financial regulatory structure requires reforming federal information management practices
through open data policies. Currently, most financial regulators “do not use data standards to organize the
information they collect from regulated entities,” and rely on antiquated, paper-based documentation and
inconsistent reporting.!® In a 2017 report to the President, the Department of Treasury recommended
congressional and executive action to reduce “critical” regulatory overlap and duplication in the financial
sector. The Treasury Department’s report called on financial agencies to adopt a standardized data field
known as a Legal Entity Identifier in order to identify the regulated entities that report to them.!#

Modernizing the Federal Government’s regulatory structure requires reforming federal information
management practices through open data policies. The Data Foundation defines “open data” as “the idea that
information should be both electronically-standardized and freely-available.”!> Open data generally features
three main pillars: 1) Standardize data in open formats; 2) Publish or share the data to ensure it is accessible;
and 3) Use — or leverage — the data to inform public and private decision-making.'¢

In 2013, the Office of Management and Budget (OMB) released a memo recognizing open data as “a
valuable natural resource and a strategic asset to the U.S. Government, its partners, and the public...[which]
strengthens our democracy and promotes efficiency and effectiveness in government, but also has the
potential to create economic opportunity and improve citizens’ quality of life.”!”-!¥ Tn 2018, the President’s
Management Agenda featured open data under cross-agency priority (CAP) goal #2, “Leveraging Data As a
Strategic Asset.”!”

The U.S. Congress has continued efforts to modernize federal information management practices by enacting
two major open data laws: The Digital Accountability and Transparency Act (DATA) of 2014,%° and the
Foundations for Evidence-Based Policymaking (or the “Evidence Act”) Act of 2018.%!

e The DATA Act, the first national open data law, requires Treasury and OMB to establish
government-wide data standards of federal spending data. This data is published in a public database
at USAspending.gov.

e The Evidence Act required federal agencies to publish and provide public access to government data
assets in a machine-readable format to the public. The law also established the role of Chief Data
Officers (CDO) across federal agencies to implement and oversee data governance requirements.

In June 2019, OMB issued a draft “Year-1 Action Plan” of the first government-wide Federal Data Strategy.
The Federal Data Strategy seeks to incorporate the goals and requirements of the Evidence Act and the
President’s Management Agenda CAP #2.2

Australia’s experience in leveraging open data to reform its regulatory compliance regime may be instructive
to the United States. A 2006 report found that, “regulatory compliance [requirements] cost Australian
business tens of millions of dollars,” and diverted resources from core business activities.?* In response, the
Australian government established the Standard Business Reporting (SBR) system to ease regulatory
compliance burdens.>* SBR is administered on a voluntary basis and is considered by some to be the “gold
standard” of regulatory modernization efforts.>> Under the SBR system, multiple regulatory agencies operate
under a streamlined reporting process with a similar taxonomy. To date, SBR has reduced the number of
unique reporting terms across reporting forms “from almost 35,000 to less than 7,000 unique terms,”?®
saving regulated entities a projected $1 billion (in Australian dollars) in compliance costs from 2016 to
2017.27 97 percent of the $1 billion is estimated as savings to small businesses.?® 2



CONSTITUTIONAL AUTHORITY AND REPUBLICAN PRINCIPLES

Congress has the authority to address data standards as a matter of interstate commerce® since many
financial institutions operate across state lines.

Congress must modernize government operations and facilitate data-driven efforts to enable more informed
public policy decisions.

POLICY SOLUTIONS

To streamline reporting mandates and reduce compliance costs, Congress should consider policies
supporting an open data framework like the Australian Standard Business Reporting model.*!

Additionally, on September 24, 2019, Congress reintroduced the Financial Transparency Act with bipartisan
lead sponsors.’? If passed, the bill would likely become the first domestic U.S. RegTech law.?*3* The
Financial Transparency Act would, in part, encourage the modernization of financial regulatory filings in a
similar manner to the DATA Act for federal spending data. The measure requires eight financial regulatory
agencies to establish uniform data standards for regulatory reporting and to post the information online in a
publicly accessible format.*

Please contact Cameron Smith or Kelsey Wall with the Republican Policy Committee at (202) 225-4921 with any questions.
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